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The Statutory Accounting Principles (E) Working Group of the Accounting Practices and Procedures (E) Task Force met Jan. 27, 2022. The following Working Group members participated: Dale Bruggeman, Chair (OH); Carrie Mears and Kevin Clark, Co-Vice Chairs (IA); Sheila Travis (AL); Kim Hudson (CA); William Arfanis (CT); Tom Hudson, Nicole Brittingham, and Rylynn Brown (DE); Cindy Andersen and Eric Moser (IL); Stewart Guerin (LA); Judy Weaver (MI); Doug Bartlett (NH); Bob Kasinow (NY); Kimberly Rankin (PA); Jamie Walker (TX); Doug Stolte and David Smith (VA); and Amy Malm (WI).
[bookmark: _Hlk40449663]
1. Reviewed Comments on Exposed Items

The Working Group held a public hearing to review comments (Attachment 1) on previously exposed items.

a. Agenda Item 2021-18

[bookmark: _Hlk80885105]Mr. Bruggeman directed the Working Group to agenda item 2021-18: SSAP No. 108 – VM-21 Scenario Consistency Update. Robin Marcotte (NAIC) stated that the Working Group previously received comments on the prior exposure and exposed additional statutory accounting principle (SAP) clarifications to Statement of Statutory Accounting Principles (SSAP) No. 108—Derivatives Hedging Variable Annuity Guarantees. The revisions exposed in December 2021 incorporated edits proposed by Life Actuarial (A) Task Force representatives and interested parties. The intent is to ensure consistency with revisions to VM-21, Requirements for Principle-Based Reserves for Variable Annuities. Ms. Marcotte stated that interested parties do not object to the exposed revisions. The Working Group also received additional informal comments from the Task Force that reorganized text within the document. The informal revisions proposed by a member of the Task Force were shared with interested parties prior to them submitting their comment letter, and the interested parties informally indicated that they do not object to the proposed edits. Ms. Marcotte stated that NAIC staff recommend that the Working Group adopt the exposed revisions classified as an SAP clarification incorporating the edits proposed. These revisions will have a Dec. 31, 2021, effective date so the Valuation Manual and Accounting Practices and Procedures Manual (AP&P Manual) will be synchronized.

Mike Monahan (American Council of Life Insurers—ACLI), representing interested parties, stated that they appreciate NAIC staff working to include the edits; they do not object to the changes and support moving forward with this agenda item.

[bookmark: _Hlk47534401]Kim  Hudson made a motion, seconded by Ms. Weaver, to adopt the exposed revisions to SSAP No. 108 with the edits presented by NAIC staff (Attachment 2), with an effective date of Dec. 31, 2021. The motion passed unanimously.
 
b. Agenda Item 2021-31

Mr. Bruggeman directed the Working Group to agenda item 2021-31: Life Reinsurance Disclosure Clarifications. Ms. Marcotte stated that this agenda item was exposed in December 2021 to address questions received from members of the American Institute of Certified Public Accountants’ (AICPA) NAIC Task Force regarding the life reinsurance disclosures and the related audited notes that were first effective in December 2020. The disclosures were adopted in SSAP No. 61R—Life, Deposit-Type and Health Reinsurance in agenda item 2017-28: Reinsurance Risk Transfer for Short Duration Contracts. Preparers and auditors highlighted unclear elements in the disclosures that could use additional clarification. Comments were received from both interested parties and members of the AICPA NAIC Task Force. NAIC staff recommend that the Working Group adopt the exposed SAP clarifications with additional revisions that reflect the following: 1) revisions from the interested parties and the members of the AICPA NAIC Task Force as detailed in the comment letters; and 2) additional NAIC staff proposed edits to paragraph 78 that were developed in discussions with representatives from the AICPA NAIC Task Force. The edits were recommended to be added with a Dec. 31, 2021, effective date to assist preparers and auditors.

Ms. Marcotte summarized the revisions by paragraph. The main revisions in paragraph 78 addressed two issues. The first was the audit report location of the disclosures. The exposed revisions clarified that the information could be in the audited notes or the supplementary schedules. After discussions with members of the AICPA NAIC Task Force, it requested edits to clarify that the information resides in the supplementary schedules to the audited report, unless there are no such contracts subject to the disclosures identified, in which case the information that no such contracts were identified could be located in either the audited note or the supplementary schedule. Ms. Marcotte stated that the reason for this requested clarification was that the notes to the financial statement are subject to more review than the supplemental schedules. Clarification was requested as to whether the audited note in the supplemental schedules was required to be comparative. Comments noted that most supplemental schedules, including the one for similar reinsurance disclosures required by SSAP No. 62R—Property and Casualty Reinsurance, are not comparative and are only for contracts in effect during the current period covered by the statement. NAIC staff verified that the related property and casualty disclosures in the general interrogatories are focused on contracts in effect for the period covered by the statement. Therefore, NAIC staff drafted proposed revisions to further clarify that the audited note did not have to be comparative, meaning the inclusion of contracts in the prior years; i.e., it only needs to address current period contracts covered by the statement. Ms. Marcotte also discussed grammatical edits proposed by interested parties and the removal of a reference to assumed reinsurance contracts from paragraph 81. NAIC staff noted that the revision to paragraph 81 will make the life and health disclosure similar in scope to the related property and casualty disclosure, which addresses ceded contracts.

Mr. Bruggeman noted agreement with the revision to paragraph 81, as it made the text in the beginning of the paragraph consistent with the text of sub paragraphs a. and b. He also stated support for the clarifications, noting that the supplemental schedule is not required to be comparative.

Jean Connolly (PricewaterhouseCoopers LLP), chair of the AICPA NAIC Task Force, stated appreciation for NAIC staff and the Working Group’s assistance in working through the clarifications. She stated that the revisions were what was requested.

Steven Clayburn (ACLI) stated that interested parties were very appreciative of narrowing the scope of the disclosures, and they support the revisions discussed.

Ms. Malm made a motion, seconded by Mr. Smith, to adopt the exposed revisions to SSAP No. 61R on life reinsurance disclosures (Attachment 3), with the effective date of Dec. 31, 2021. The motion passed unanimously.

Ms. Marcotte stated that since the agenda items were adopted after year-end, which is the normal cutoff for edits to the AP&P Manual, the adopted revisions will be included in the updates section at the back of the 2021 and 2022 publication. Additionally, a guidance memo will be sent to the Blanks (E) Working Group for posting regarding the disclosures. Given the timing, NAIC staff will post the two adoptions on the Statutory Accounting Principles (E) Working Group’s web page on the documents tab. NAIC staff will also update the SSAP to annual statement disclosure checklists.

Mr. Bruggeman inquired, and Julie Gann (NAIC) confirmed that a printed hard cover copy of the AP&P Manual is not an option for interested parties now. The NAIC is still working on having a printed copy as a potential option for state insurance regulators through a local printing vendor. Ms. Gann stated that industry representatives would need to acquire an electronic version of the AP&P Manual, which is accessed through Bookshelf.

Having no further business, the Statutory Accounting Principles (E) Working Group adjourned.
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